SOVIET UNDERSTANDING
Until a few months ago Professors Robbins and
Hayek, of London, and Professor Mises of Vienna,
were utter deflationists. Now, I believe, the de-
flationism of the former two, at any rate, is not quite so
utter. They believe, however, that the only remedy
for a depression is to reduce wages and to go on
reducing them until it pays to employ people. Their
suggestion is actually not quite so simple as that, but
that is the substance of it from the point of view of
immediate policy. We need not go into the com-
plicated reasons for this policy, which, I believe, are
accurate enough. Indeed, it is not the accuracy of the
deflationist analysis of the situation with which I am
concerned, but with the possibility of putting the
remedy into effect. Unfortunately, as has been seen in
France and South Wales and Spain, such a solution is
incompatible with the existence of democracy. Wages
can only be reduced on a sufficient scale by force, as in
Germany and Italy, where all strike activity in protest
is forbidden. Even in Fascist countries, however,
there is a limit to belt-tightening beyond which people
tend to become annoyed. If people are allowed to
vote, they will vote for a reversal of the policy. Yet
throxighout the entire depression, the economic staff of
the London School of Economics had virtually nothing
better to suggest than downright deflation.
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